The fourfold increase over the last seven years in part
reflects the failure of general schedule pay adjustments
to maintain parity with private-sector pay. Also, those
adjustments have been across-the-board rather than by
level or type of skill. Adding to the problem Is that the
general schedule does not recognize geographical varia-
tions in pay.

Special salary rates cost the federal government $19.3
million in FY 1977. By FY 1984, that figure had risen to
$115.7 million, an increase of 500 percent. However, due
to OPM's recent pay adjustment decisions, the FY 1984
figure Is expected to drop to $102 million.

Formerly, all special rate employees received at least
the annual general schedule cost-of-living increases. In
FY 1981, however, 0PM changed its pay-adjustment pol-
icy for special rate employees and began granting (or
withholding) annual pay adjustments based on an eval-
uation of agency staffing situations. As a result, 0PM
has been authorizing fewer and smaller pay adjustments
for special rate positions. Agencies requested special
rate increases of $35.3 million for FY 1982 and $30.2 mil-
lion for FY 1983, amounts QPM reduced by $12 million
and $29 million, respectively. In FY 1984, nearly 88 per-
cent of special rate employees did not receive a pay ad-
justment,

OPM contends that its recent decisions have not hin-
dered the government's ability to attract and retain
employees in positions covered by the special rate pro-
gram. Nevertheless, several large agencies believe the
decisions are adversely affecting their operations, in-
creasingly burdening them with high turnover, training
and overtime costs, and work delays. OPM officials
maintain that these agencies have not provided suffi-
cient evidence to support these claims.

Although OPM and federal agencies, including DoD,
may differ somewhat on the need for and proper extent
of the special rate program, they agree that some kind of
pay flexibility is needed to redress staffing problems In
certain occupational fields. In its report, the GAO team
identified four alternatives that might provide the flexi-
bility needed and alleviate many of the problems now
besetting the special rate program.

Expansion of special rate range and authority. Under
current law, special rates can be used only to correct
staffing problems caused by pay disparities between
federal and private-sector pay. They cannot be used to
redress other factors such as undesirable work condi-
tions and location. Given these and other program limi-
tations, OPM may want to ask Congress to grant it more
flexibility In handling staffing problems. Such authority
would allow OPM to correct staffing problems caused

by factors other than pay disparity, perhaps by permit-
ting agencies to place those hired in steps higher than
now allowed.

Establishment of special occupational schedules. In
1976, the president's panel on federal compensation
stated that the general schedule was not an effective
tool for managing certain specialized occupations. The
panel recommended that the executive branch be
authorized to establish special pay schedules and per-
sonnel systems for those occupations in which the gov-
ernment has difficulty recruiting highly qualified individ-
uals. Under this alternative, the executive branch could
remove some occupations from the general schedule
and establish separate pay systems. Although two 1979
pay reform bills incorporating such provisions were not
enacted into law, the concept may warrant recon-
sideration.

Use of bonus incentive. The Navy has been develop-
ing a program under which an agency could offer one-
time, lump-sum cash bonuses to hlrees for hard-to-fill
positions. However, an agency would be permitted to of-
fer these bonuses only if it had already received author-
ity to set the beginning salary for the position at the
tenth step of the entry-level grade and could demon-
strate that a recruitment and retention problem still ex-
isted. If adopted, the program would allow agencies to
place newly hired employees In the special rate program
and, in addition, offer them a bonus of up to $10,000. The
recipient would incur a 12-month commitment to the
government. The bonus concept could also be ex-
panded to aid retention of employees In career fields
continually experiencing pay lags.

Use of broader pay categories. In an ongoing demon-
stration project at the Naval Ocean Systems Center In
San Diego, California, and the Naval Weapons Center In
China Lake, California, the Navy is testing the feasibility
of a pay system based on broad classification bands
rather than on the grade-step structure of the general
schedule. Four pay bands for scientists and engineers
have replaced grades GS-5 through GS-15, and annual
pay adjustments for Individuals affected are based on a
five-category performance rating system. The experi-
mental project began In July 1980 and was originally
scheduled to end in 1984. However, Congress recently
extended its duration to the end of FY 1990 and removed
limits on the number and type of employees who may
participate.

The General Accounting Office conducted this study
and Issued the report In response to a request from the
Subcommittee on Compensation and Employee Bene-
fits, House Committee on Post Office and Civil Service,
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